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DEPUTY FORBIGN MINISTERS' CONFERENCE

USSR, Soviet Concessions Indicate Desire for Foreigsn Ministers'! Meeting.
At the Paris deputies meeting 28 March the Soviet delegate apparently
ceased insisting that the foreign ministers concentrate on "fulfillment
by the four powers of the Potsdam Agreement on the demilitarization of
Germany.® The Soviet delegate also agreed to discussion of the level

of armaments of the Big Four as well as reduction of their armed forces.
(U NY Times, 29 Mar 51). COMMENT: Gromyko's concession on treatment of
the German demilitarization item, a position maintained since November
when the USSR first called for a CFM meeting. removes a major obstacle
to preparation of a2 foreign ministers meeting. At the conference the
Soviet Union has been stalling, apparently calculating that the French
and British will preveil upon the US to meet the Soviet position at
least in part. The recent concessions, however, indicate that the USSR
intends to compromise, if necessary, for the sake of achieving a foreign
ministers meeting.

SECTION 1 (SOVIET)

USSR. Soviet Interest in Norwegian Molybdenun.

map of Norway, ‘ : . , ON WAIC

number of small rectangles in red pencil covering the areas of Knaben,
Risna, Bragol, BEftestol and Omland. The areass all contain molybdenum
deposits, and the first, Knaben, containsg a molybdenum mine now in oper-
ation. In the remaining four areas the mining of this ore has not yet

begun, excent for certain preparatlons made by the Germans during the
war, IIIIIIIIIIIIIIIIIIIiIi

EASTERN EUROPE.  HUNGARY, USIS Emplovee Arrested. A Hungarian employee
of the US Informstion Service was taken into custody by the Security
Police (AVH) on 24 March. It is not known whether his arrest is due %o
USIS employment or to some extra~curricular activity. (8 B'pst 452,

27 Mar 51). COMMENT: This is the second USIS employee to be arrested
by the Hungarian authorities within the past two months. There have been
other signs that the relatively unhampered operations of USIS in Hungary
would soon come to an end, .

YUGOSIAVIA. Pro-Cominform Yugoslave Tried for Esplonage. A group of
Yugoslavs accused of espionage and political agitation on behalf of the
Cominform are now on trial in Zagreb. After escaping to Hungary in
1948-49 the Yugoslavs are alleged to have been trained and returned to
Yugoslavia in order to distribute Cominform propaganda, engage in espilo-
nage, recruit agents, and organize "a struggle against the existing
order in Yugoslavia.® (R FBIS, 27 Mar 51).
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TRIESTE., New Commander of Yugoslav Zone. A new commender of the Yugoslav
Zone in Trieste has been appointed by the Yugoslav Army, according to

MANYUG. Col. Mirko Stamatovic will replace Col. Mirco Lenac, (R ¥BIS,

26 Mar 51). The replacement of Lenac, said to be ailing and he.d in low
esteem by the Yugoslav Government, directly follows Yugoslav Forelgn
Minister Kardelj's recently reported intention to strengthen the Military
Government of Zone B and appoint a more aggressive Yugoslav representative
in Zone A. (See 0/CI Daily Digest. 20 Mar 51).
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SECTION 2 (ZASTERN)

IRAN. Unrest Conbinues. The rscent strikss in the oil fields of southarn
Iran endoed teday, #ccording to press reports. In Isfahen, meanvhile, police
clashed with strikers protesting dismissal from their jobs. Folice wera
gsaid to have arrested a member of the fanatic religious group, Fedayan-e-
Izlem, vho was planning to shoot Prime Minister Ala. Ala was reportedly
only one of thoss listed for assassination by members of the sams group vho
were arrested recently while plotting to kill the militery govarnor of
Tehran. According to the US Embassy, the police zre also holding the edi-
tors of two axtremist religious papers who recently publishzd articles at-
tacking the royal family. The Shah is said to have decided to send Princess
Ashraf and Princess Fatima out of Iran on an indefinite vacation. Doth of
the princesses have been attacked in the press by raligious extremists for
marrying foreigners. (S Tehran 2185, 28 Mar 51; S Tehran 2190, 28 Mar 51;

U NY¥Times, 28 Mar 51). COMMENT: While the Army and Security Forces appear
to be in control of the immediate situatiom in Iran, thesc reports peint

up the extent of current tension. .

INDIA. Food Ratiop Cut Continues in Force. A press report from New Deihi
announces that the Government of India will net be able to fulfill its
promise to restore the 25% retion cutb ordersd in Januery. The Food Minister
has stated that Indis would attempt to contract for the use of more US ships
to transport food grains already purchased in the US in order to speed up
deliveries. (S New Delhi 2570, 26 Mar 51; U NY Herald Tribune, 28 Mar 51).
COMMENT: This information furthar highlights the seriousness of India's
food problem. :

PHILIPPINES. Views on Pogsible Change in Huk Policy. Commenting on the

26 March Huk raid on an Americen-manasged chrome miming property (OCI Daily
Digest, 28 Mer 51), the senior US Militsry Attache, Manila, states that

US citizens in isolated Philippine ereas are in acute danger and that the
Philippine Armed Forces are incapsble of providing security. OSMA also

notes that the mine incident, in addition to thrae previous affairs, strongly
suggests that the Huks have changed their policy of non-violence toward
Americens. [US Embassy Manila sgrees with this possibility elthough pointing
out that improved Philippine Gevernment anti-Huk operations may have cauged
the Huks to seek revenge against pearsons passing intelligence to the Philip-
pine Armed Forces - as had mine personnel in this case. The Embasgsy also
reports that influential elements in the US business community have taken
alerm and that there is a current belief that the Huks have embarked on &
program to scere US capitzl from the Philippines and embarrass the Philippine
Government in its reletions with the US. (C ALUSNA Manila 280808Z; G

Manila 2933, 28 Mar 51). COMMENT: While the Huks might well deliberately
sttack individual American "informers", they would not be able to gain
significantly increassed support by means of general attacks on Americans
since pro-US sentiment remains strongly based among Filipinos.
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KORZA. Disposition of Chinese Communist Forceg. Recent reports from the
Far Feast Commsnd revesl certain major redeployment of Chinese Communist
forces in Korea. Three armies = the /2nd and 50th of the Lth Field Army
and the 66th from the North China Military Area - are nov believed moving
northward from the battle line. These withdrewn units have been replaced
in the front line by Chinese fommunist Third Field Army units formerly in
the Wonsen area - the 20th, 26th snd 27th. The possibility of further

ma jor Chinese Communist units having been deployed from Menchurie inte
Korea is raised by reinterrogation on 21 March of two Chinese T¥'s from
the 20th and 27th Armies. Both PW's stated that elements of the 19th
Army Group, First Field Army, had moved inte Korea snd were stationed in
the Yangdok ares, west of Wonsan. FECOM, although not accepting these
new vnlts, comments that the 19th Army Group, First Field Army, has been
carried in the Yenchi=Tumen ares of Manchuria for some time and that FW
statements add increasing evidence that the 19th Army Group is in Korea.
(S DA TT 4533, 25 Mar; 4534, 26 Mar; 4542, 28 Mar 51), COMMENT: Re-
rlacement of the badly-hurt Chinese Communist 50th and 42nd Armies is a
logical move on the part of the Communist high command in Korea. Although
the Chinese Communist 66th Army spearhsaded the sbertive counter-offencive
in the central sector, however, there are no reports to indicate that 1t
suffered such sev-re cagualties as to force a withdrawsl from the linse.
The Chinece Communist 19th Army Group, pessibly in Korea, has been fre=
quently mentioned as having been trained, equipped and reorganized slong
Soviet lines.

JAPAN. Publicity Campaign for Jsrenese Defense Army. "Central News"
reports that a "police-suthorized" publicity cempaign began in downtown
Tokyo on 29 March to recruit a million-man Japanese defense army and

5 million reservigts. The recruiting ceampaipgn is said to be organized
by former army officers and orgenizations with patriotic titles. The
sponsor of the campaign is believed to be a candidete for April elesctions.
(R FBIS, 29 Mar 51). CONMMENT: This report appeers to be & sensational
treatment of some political candidate's attempts to cspitalize on the
Jepanese public's increasing pro-defense sentiment and anti-Communist
fesling. In view of the Japanese Government's sensitivity to the fasars
of other Pacific nationsg over rumors of Japan's rearmament, the candi-
dete may well find his police "authorization" withdrawn, '
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SECTION 3 (WESTERN)

GERMANY, Adensuer Flans Fconomic Reform, Chancellor Adenauer, acutely
consclous of the desirability of organizing a centralized, integrated
economic leadership in the Govermment, is endeavoring to create an

iconomic Commitftee within his Cabinet, with himself as chairmen, He
has also been considering the appointment of Dr, Friedrich Ernst, head
of the Berliner Central Bank, as economic aide., If Ernst is appointed,
his authority might be limited to the execution of the policies de~
termined by the Economie Committee, but scme US representatives consider
that Ernst is strong enough to steer the Committee. (C Bonn unmumbered,
22 Mar 513 S Berlin 1201, 28 Mar 51), COMMENT; Adenauer realizes
that to hold the recently acyuired good-will of labor, he must take
action in the face of rising prices, Economics Minister Erhard has
been widely criticized for his unwillingness to impose controls, but
Adenauer does not wish to remove him for fear of "rocking the boat¥.
His attempt to by=-pass Erhard by bringing Ernst into the Government
in a position of euthority was defeated, at least temporsrily, by
the Cabinet on 20 March,

East German Policemen Fire on US Army Sightseeing Buses.

On 28 March east German policemen fired on US Army sightseeing buses
which were cireling Potsdamerplatz on their way out of the Soviet
gsector of Berlin, Apparently one policeman attempted to stop the
convoy, and, when his orders were either not heard or ignored, opened
fire, Approximately eight other policemen joined in the shooting,
and 10 to 15 shots in all were fired, Although several bullets struck
the side and windshield of one of the buses, no one was hit, The US
and British Commandants in Berlin have announced that protests will
be made to the Soviet authorities, There have been no recenit previcus
attempts to challenge Allied vehicles 'at the sector borders in Berlin,
(U NY Times, 29 Mar 51), COMMENT; From the reports availeble, it
appears likely the incident resulted from over-zealous action on the
part of individual police, rather than from the direct orders of the
GDR or the Soviet authorities in Berlln,

SAAR-GERMANY, Saar Demands on Schumen Plan Disturb Germans, US High
Cormissioner McCloy warns that demands by ; Smar officials for a role

in the signature and ratification of the Schuman Flan will "stir up
mch eritical discussion" in Germany, regaerdless of French "professions"
that the Quai d'Orsay desires to hush up the Saar issue at this time,
The Borm press has carried prominently a declaration by the Saar Justice
Minister that the Saar can approve the Schuman Flan only if given repre-
sentation on the prospective High Authority, (C Bomn 667, 28 Mar 51§r
COMMENT: French influence in the Saar has had an irritating effect on
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French=German relations for over a year, The US High Comissioner’s
implication that the French are not sericusly trying to quiet Sasr
demands concerning the Schuman Plan is probably justified in view of
French efforts in general to detach the Saar completely from Germany,
Tnasmich as it is intended that the High Authority be supranational
and have fewer members than there are countries partiecipating in the
pool, the Saar cammot expect to be Wrepresented®,

ITALY-FRANCE, JImportant Mediterrancan Defense Roles Sought. The
conservative Italisn newspaper, Ll Tempoereports that Italy and France

will ask to be included in the current Angle-US discussions in Washington

on Mediterranean defense, The Italian objectives are {1) to participate
in inter-allied bodies deciding strategic plans for the Mediterranean,
(2) to encourage the inclusion of Greece, Turkey, and other Mediterranean
nations in the Atlantic Pact; and (3) to clarify the relationship
between the Ttalian commend of the scuthern European front and the

air and navel commands in the Mediterranean, The French similarly are
interested in getting at least ome of the two Mediterranean commands

in order to counterbslance British influence in Eisenhower's command
and to participate on a mach broader scele in formilating all:ed
strategy. (R FBIS Rome, 27 Mar 51), COMMENT: The Ttalians regard

the Mediterranesn area as their main concern in any defense plans and
wish to occupy prominent and influential positions. The French have
already vigorously protested their exclusion from the Anglo=US technical
defense talks recently held at Malta, France is unlikely, however, to
go along with Ttaely in seeking representation by other Mediterranean
countries in strategic planning under the North Atlantic Treaty.

~ ITALY, ITwo Important Factors Prevent Disintegration of Commnist

Party, US Minister Counselor Thompson believes that, although the
Communist defectionist movement led by Magnani and Cucchi is an

‘important symptom of discomtent within the Italien Communist Party

(PCI), it has little chance of causing the party's disintegration.

About 2,000 persons are estimated openly to have defected to the

Magnani movement to date, but the "thousands of secret sympathizers®

are unlikely to join the new movement in large mubers until they

cease to fear reprisals from Italian Commnist leadership or, eveniually,
Soviet sources, Although the majority of the working class may be re-
luctant to follow Commmunist directives leading to costly strikes and
bloodshed, they are likely to contimme te vote Communist until the US
and Western Europe develop militery strength sufficient to give the
workers a sense of security in the face of the Soviet threat. {8 Rome
4325, 28 Mar 51), COMMENT; The Embassy's estimate that a large body
of Ttalian workers will remein Commnist while they fear reprisals

is correct, Should this fear be removed, however, they would still

be reluctant to leave the party unless they could find another political
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movement which they believed would effectively represent the workers?
jnterests. The Magnani-Cuechi following, during its pro-tem alllance
with the Socialist Unity Party, does offer the possibility that such a
movement can develop.
SWITZERLAND, Swiss Consider Applying Export Controls to all Countries
n official of the Swiss Legation in London has hinted that Switzerigﬁg
might decide to embargo strateglc products to all countries, The Swiss
constantly reiterate that any trade embarge which operates only against
the Soviet orbit is unneutral and, therefore, unacceptable, The US
Embassy London believes that such Swiss action worlA have a regligible
effect upon Western rearmament. (S London 5094, 27 Mar 51)e

COMMENT; The Swiss are presently reviewing uucis poticy toward trade
controls, and such a statement may be calculated a8 bargaining for
position. US of ficials in Switzerland belleve the curtailment of

Swiss exporte of precision tools to the Wast might cause temporary
bottlenecks in the Western rearmement production and reduce the high
level of Swiss progperity. Howevery the Swiss could license their
patents for eritical items with Wes%ern namufacturers and thus insure
no loss of revemie, while at the same time legally maintaining their
political and commercial neutrality.

UNITED KINGDOM, British to Move Slowly in Tranian 0il Negotdatiousg
Although urging the Anglo-Iranian 0il Company to draw up new proposals
in an attempt to preserve the compeny's position in Iran, the UK
Foreign Office prefers that actual negotiations on the 0il question

be conducted between the two governments, In the estimate of the
Foreign Office, negotiations are probably useless until a strong govern—
ment, preferably headed by Seyid Zle, comes into power, The Foreign
Office has reiterated its belief that high level US-UK agreement

. ghould be reached on any oil proposals, which in amy case cannot be

esented to the Shah until his return from Jordan in mid-Aprile
fg Tehran 2187, 27 Mar 51). COMMENT; The political situation in Iran
i1s such that there is little possibility of a strong government. In
addition it is unlikely that the Shah would be willing to appoint Seyid
Zia,

UNION OF SOUTH AFRICA, Iwo New Flants to Increase Union's Industrial
Self-Sufficiency, Construction plans have been armounced for a plant

to produce gasoline from locally mined coal about 40 miles south of
Johammesturg., (U NY Times, 28 Mar 51). & feu weeks previously the
German steel company of Krupp was commissioned to build a plant for

the production of pig-iron at a point some distance west of Johannesburge
(U Natel Mercury, 20 Feb 51). COMMENI; The strategic significance of
these developments in a part of the world thet would be important to the
US and its allies in a global war derives from the facts that (a) South

TOP SECRET

' 7
Approved For Release 2001/09/04 : CIA-RDP79T01146A000100250001-4



Approved FoMRélease 2001/09/04 : CIA-RDP79T01 1464¢000100250001-4

TOP SECRET

i 1 1 g £ 1ine supply,
Africa now has to depend entirely upon imports for its gaso : 1
and (b) the requirements of the Union and adjacent colonia.al territories
for iron and steel ere alweys much in excess of Socuth African domestic
production.
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SECTION 2 (EASTERN)

AN

Communigt View of Tibetan Settlement, GOI Ambassador Panikkar has

reportedly been informed by PRC Foreign Minister CHOU En-lai that

the Tibetan question has been settled along the following lines:

the PRC recognizes Tibetan autonomy under Chinese sugerainty; China
to be responsible for the defense of Tibet's borders; the Dalail ILema
to retain his present temporal and spirituel asuthority, but the
Panchan Lama to be allowed to return to Tibet. Tibet is to have no
relations with foreign powers other than the GOI, -whose trade mission
is to be allowed to remain stationed in Tibet. The Tibetan mission

charged with discussing this settlement is now en route to Peiping,

(s, S/S London 5089, 27 Mar 51), COMMENT: It is significant that

CHOU En-lai considers the Tibetan question to be "settled" though

the Tibetan negotiastors have not yet arrived in Peiping. Should the
Tibetan mission attempt to stell, Chinese Communist forces will cer-
tainly resume their advance on Tibet, thereby maintaining simultaneous
diplomatic end military pressure on the isolated Tibetan regime. It is
enticipated that, by these means, ths PRC will achieve an actual settle-
ment similar to the one outlined.
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